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Srivishnu Garbham  

II MBA I 

Raghuram Rajan appointed as next RBI Governor for three years, to    

succeed Subbarao 

The government has appointed Raghuram Rajan as the next governor of the 

Reserve Bank of India, raising hopes that the former IMF chief economist, who 

in 2005 famously predicted the financial crisis that hit the developed world 

three years later, will bring a fresh and perhaps more innovative approach to 

pull the economy out of the current crisis of slowing growth and a weakening 

currency. 

 

Finance Ministry working on additional steps to contain rupee fall 

Worried over the widening current account deficit (CAD) and the sliding      

rupee, Finance Minister P Chidambaram held a series of meetings with top   

officials to firm up additional steps to support the currency. The measures 

could include further relaxation of external commercial borrowing (ECB) 

norms for state-owned companies, curbs on import of non-essential goods and 

encouragement to exports. 

 

Commercial vehicle finance industry to remain in slow lane: Icra 

The commercial vehicle finance industry is likely to grow at a slower pace in 

the near-term, because of higher delinquencies, rating agency Icra. The        

near-term outlook for the commercial vehicle (CV) finance industry continues 

to remain subdued as delinquency levels in the commercial vehicle loan       

portfolio of various originators have been on an upward trend over the past 12 

months. 

 

Finance Ministry to give `8,000 cr cash subsidy to oil retailers in Q1 

 Finance Ministry agreed to give `8,000 crore cash subsidy to fuel retailers 

IOC, BPCL and HPCL to make up for less than a third of losses they incur on 

selling diesel and cooking fuel below cost. Indian Oil Corp (IOC), Bharat     

Petroleum Corp (BPCL) and Hindustan Petroleum Corp (HPCL) lost `25,579 

crore on selling diesel, domestic LPG and kerosene below cost in the April-

June quarter. 

 

RBI measures soon to contain bad assets: Finance Ministry official 

The Reserve Bank will soon come out with measures to contain rising bad    

assets in the banking industry which touched 3.4 per cent of total assets at the 

end of last fiscal, Asset quality of banks, especially the state-run lenders, has 

deteriorated in the recent past because of the falling economic growth rate. As 

per credit rating agency S&P, banking sector's non- performing loan (NPL) 

ratio is likely to surge to 3.9 per cent of the total loans this fiscal, and to 4.4 per 

cent in the next financial year from 3.4 per cent reported in 2012-13. 

NATIONAL NEWS 

http://economictimes.indiatimes.com/topic/Finance%20Ministry
http://economictimes.indiatimes.com/bharat-petroleum-corporation-ltd/stocks/companyid-11941.cms
http://economictimes.indiatimes.com/hindustan-petroleum-corporation-ltd/stocks/companyid-12078.cms
http://economictimes.indiatimes.com/topic/Indian%20Oil%20Corp
http://economictimes.indiatimes.com/topic/Bharat%20Petroleum%20Corp
http://economictimes.indiatimes.com/hindustan-petroleum-corporation-ltd/stocks/companyid-12078.cms
http://economictimes.indiatimes.com/topic/Bharat%20Petroleum%20Corp
http://economictimes.indiatimes.com/topic/banking%20industry
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Finance ministry asks public sector banks to conduct independent assessment of project 

The finance ministry has instructed public sector banks to do their own due diligence on loan proposals 

instead of relying excessively on the appraisals done by lead banks, a move which aims to arrest the rising 

incidents of defaults. These banks have also been told to monitor the end use of funds to prevent any     

diversion or misuse of loans. At present, small and midsized banks depend on the due diligence done by 

lead banks. 

 

Analysts optimistic of new RBI Governor pulling India out of crisis 

The appointment of Raghuram Rajan as the 23rd governor of the Reserve Bank of India will help the 

country's economy to pull out from the current economic slowdown and also 

bring better coordination between the central bank and the North Block.       

Rajan, the former chief economist at International Monetary Fund (IMF), is 

considered as one of the first to have predicted the 2008 financial crisis three 

years before its coming. 

 

Micro-finance ban hurts the poor 

The role of for-profit micro-credit firms in financial inclusion is the subject of 

controversy. These firms extend credit to households that have traditionally 

been denied credit by mainstream banking. Access to credit for such         

households is supposed to alleviate liquidity constraints and improve welfare. 

However, there are concerns about whether such credit actually improves the 

lives of borrowers. Poor people might make bad decisions about credit; they 

may get trapped in indebtedness. For-profit firms might charge usurious       

interest rates. 

 

Indiabulls Housing Finance acquire 42.5per cent stake in its subsidiary 

Indiabulls Housing Finance Ltd has informed BSE that the Company has     

purchased the entire 42.5per cent holding of Amaprop in its subsidiary,        

Indiabulls Finance Company Pvt. Ltd for a total sale consideration of `260 

crore, Amaprop Limited, a US private equity firm had invested in the equity 

capital of the Indiabulls’ subsidiary under a share purchase agreement.         

Indiabulls Finance Company Pvt. Ltd is a Non-Deposit taking NBFC,          

registered with and regulated by RBI. With the purchase of Amaprop’s equity 

stake, Indiabulls Finance Co. Private Ltd is now 100per cent owned by        

Indiabulls Housing    Finance Ltd 

 

Repco Home Finance Q1 profit up 57per cent 

Repco Home Finance has reported a rise of 57 per cent in its net profit at 

`22.31 crore in the first quarter ended June 30, 2013, against 14.19 crore in the 

same period in the previous year. Total income has risen by 33 per cent to 

`119.21 crore from `89.62 crore. Loan disbursements during the first quarter 

have risen to `334 crore from `184 crore in the year-ago period. Outstanding 

loans registered a rise of 29 per cent to `3,747 crore. The net NPAs stood at 

1.52 per cent against 1.59 per cent in the year-ago period. 

http://economictimes.indiatimes.com/topic/finance-ministry
http://economictimes.indiatimes.com/topic/public-sector-banks
http://economictimes.indiatimes.com/topic/Raghuram%20Rajan
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Sailabala Nayak   

II MBA I 

 

Jeff Hanson Named Vice President of International Finance 

Robert H. Chapman, Chairman and CEO of                                                            

Barry-Wehmiller Companies, Inc., has announced the promotion of Jeffrey S. 

Hanson to the position of Vice   President   of  International Finance. 

With   25   years   of international   trade   and   banking   experience, Hanson 

will contribute   his   broad   range   of   skills   and   expertise   toward               

enhancing Barry-Wehmiller’s   continued expansion in international markets. 

Coal at Risk as Global Lenders Drop Financing on Climate 

The world’s richest nations, moving to combat global warming, are cutting 

government support for new coal-burning power plants in developing                  

countries, dealing a blow to the world’s dominant source of electricity. While 

the pull back is unlikely to have a direct impact on China, the world’s top user 

of coal, it could curb construction of new plants in countries such as South          

Africa and Vietnam and dampen new export markets for coal mined in the 

U.S., Indonesia or Australia by companies such as Peabody Energy Corp. 

(BTU) and Alpha Natural Resources Inc. (ANR) 

 

SCB introduces online international trade finance  

Siam Commercial Bank (SCB) expects online services will help to boost its 

market share in international trade finance despite Thai exports being stuck in 

the doldrums. It plans to increase that share to 15per cant by year-end from 

14per cent at present even while predicting Thailand's exports will expand by a 

mere 4per cent this year, well below the 9.8per cent annual average of the past 

three. 

 

French finance minister says no revision in growth forecast 

French Finance Minister Pierre Moscovici said that there has been "no change" 

in the country's 2013 growth forecast, after it appeared the figure had been re-

vised downward. We know the trends and this year growth will be weak and 

between -0.1 and 0.1 per cent, previous forecasts had shown that the French 

government expected to present a modest growth of around 0.1 per cent. At the 

same time Moscovici insisted France was out of recession. 

 

Egypt's finance, interior ministries cooperate on fuel smart cards 

Egyptian Finance Minister Ahmed Galal has approved forming a triad between 

his ministry, the Ministry of Interior, and E-finance Company to operate the 

smart cards system that aims to curb smuggling of subsidised fuel and to pave 

the way to rationalising state subsidies for petroleum products. Galal explained 

that the new system would regulate fuel distribution nationwide and save       

energy subsidy money, which jumped three times over eight years to reach 

LE120 billion in 2012-13 compared to LE40 billion in 2005/06. 

INTERNATIONAL NEWS 

http://topics.bloomberg.com/developing-countries/
http://topics.bloomberg.com/vietnam/
http://topics.bloomberg.com/indonesia/
http://topics.bloomberg.com/australia/
http://topics.bloomberg.com/indonesia/
http://topics.bloomberg.com/australia/
http://www.bloomberg.com/quote/BTU:US
http://www.bloomberg.com/quote/ANR:US


 6 

 

 

 

Greek Finance Ministry fined over tax data theft 

Greece’s Finance Ministry has been fined 150,000 euros ($200,000) by the country’s privacy watchdog 

for allegedly failing to protect the data of millions of taxpayers that ended up in the possession of private 

companies. The Data Protection Authority said that the ministry had not taken sufficient steps to protect 

its databases from unauthorized access.  That led to a “particularly large” breach of personal data, the    

authority said in a statement, and gave the ministry two months to improve security. 

 

Bundesbank expects more aid for Greece by 2014 

Germany's central bank expects Greece to receive another bail-out loan later this year or by early 2014, 

the German weekly Der Spiegel reported Sunday, citing an internal Bundesbank document. The bank's 

experts however rated the risks of the international loan programme as "exceptionally high" and the Greek 

government's performance as "barely satisfactory" 

 

French banks turn corner after turbulent year 

French banks are back in the good graces of investors after turning in           

surprisingly strong quarterly results that appear to show they have put the 

worst of the eurozone crisis behind them. Top French bank BNP Paribas 

turned in a 4.7 per cent drop in earnings to 1.76 billion euros for the April to 

June period, a much smaller fall than had been expected by the market.    

Meanwhile Credit Agricole reported that its second-quarter profits soared 60 

per cent to 1.39   billion euros and Societe Generale also largely beat           

expectations at 955       million euros. 

 

IFC invests $2.3M in education finance firm Avanse 

IFC, a member of the World Bank Group, is investing $2.3 million (`14 crore) 

as equity in start-up firm Avanse Financial Services Pvt. Ltd. to expand its 

ability to provide loans to Indian students pursuing higher education in India 

and overseas. Avanse is an associate company of Dewan Housing Finance 

Corporation Ltd. IFC’s investment could help Avanse extend education loans 

to an estimated 90,000 students over seven years. In addition to providing start

-up capital, IFC will advise Avanse to strengthen its credit appraisal and      

underwriting processes, and risk management systems.  
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Rate Repo                                                                                      7.25per cent 

Reverse Repo                                                                                6.25per cent 

Call Rate                                                              7.00 per cent –10.30per cent 

Inflation                                                                +4.86per cent for June 2013 

Forex Reserve                               $277.167 Billion as on 2nd July 2013 

91day T-Bill                                                                            10.9185per cent 

IIP                                                            1.6per cent (increase) for June 2013 

6.90 GS 2019                                                                            8.0907per cent 
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Gaurav Agarwal  

II MBA M 

RATES AND GRAPH 
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The Credit growth in the banking sector reflects the direction and the rate at 

which an economy is growing. It is the rate at which the aggregate demand for 

loans and advances in an economy is increasing year on year. Currently, the 

credit growth in India stands at 14.9 per cent as against the deposit growth of 

15.8 per cent. Very recently, RBI has undertaken various measures to tighten 

liquidity in the banking sector by way of MSF, which usually stands 100 basis 

points above the Repo Rate but, is currently at 300 basis points above it. Also, 

RBI has retrained the funds available to the banks through LAF facility along 

with the upliftment of the daily CRR requirement to 99 per cent of NDTL. All 

these measures drain the liquidity as well as increase the short term cost of 

funds to the bank. The root cause of RBI’s action can be traced to the Rupee 

Depreciation and its effect on CAD. 

The base rate was designed to replace the flawed benchmark prime lending rate 

(BPLR), which was introduced in 2003 to price bank loans on the actual cost of 

funds. The central bank decided to move all banks to a new interest rate          

system, which would not only be transparent, but also transmits monetary      

policy signals to the economy. The Base rate of the bank is determined by     

various factors like the deposit rate offered by the bank and the rate of interest 

earned by the bank on the SLR securities. So any change in Interest rate of    

deposits, or a change in proportion of SLR securities can affect the base rate of 

a bank. Thus we can assert that base rate is mainly a function of cost of         

deposit, which has gone up recently, both on account of RBI measures and the 

increase in short term deposit rates. As of now the following banks have raised 

their base rate based on the RBI’s decision to keep the policies unchanged. The 

county’s second private bank HDFC has raised its base rate from 9.60 to 9.80 

whereas Yes Bank has raised its base rate to 10.75. Also, many banks have   

resorted to increase in FD rates to fund short term liquidity problems.  

The Implications of lending loans at base rate can be conceived from the 

growth perspective or the volume perspective. Growth in simple would be the 

growing demand for loans so that bank’s business can be improved. By         

offering loans and special schemes at base rate, banks hope to see high growth 

in the near future. During the festival seasons, banks typically register a 20-25 

per cent y-o-y growth on retail loans. By this cut in base rate, banks are hopeful 

in achieving those growth levels. In order to make retail loans more attractive, 

banks are not levying any processing fees on housing loans and car loans. We 

can make out from such moves by the banks that they have a lot of idle funds. 

So, they are ready to lend these even at base rates and plan to do business out 

of these funds. 

India is on the verge of economic slowdown blended with sluggish credit 

growth and industrial growth across major sectors. RBI and many other        

organisations have curtailed the projected growth rate many times in the past   

3-4 months. So, for a banker, a lot of funds are sitting idle, so he wishes to 

have a volume or turnover in his loan book. An interesting fact is that a         

decelerating growth was observed in all major sectors in June except for retail 

loans, as per the RBI data. On a Year on Year basis retail loans grew by 15.6 

per cent as compared to 13.9 per cent in June 2012. Thus, offering loans at a 

base rate can gain the momentum in bank’s retail business and gives hope to 

the banks, despite the economic slowdown that has mainly affected the    

wholesale loans and advances of banks. 

Reference: 
http://businesstoday.intoday.in/story/understanding-base-rate/1/8806.html 

Ashwin George Jose  

11 MBA K  

Why Banks Offer Loans at Base Rate? 

http://businesstoday.intoday.in/story/understanding-base-rate/1/8806.html
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Mansoor Mahmood  

II MBA N 

With the recent depreciation of Rupee, it has hit a life time low against the US Dollar. 

The Rupee has weakened nearly 8per cent since May 2013 and 15per cent since 

March 2012. This recent depreciation of Rupee maybe seen as a boon by most of the 

Non-Resident Indians, who are working abroad, as they are able to get extra value for 

their hard earned money when they send it to their family back in India. The IT       

industry will also be benefitted as they normally have a fixed contract and such      

depreciation in rupee will result in them getting a higher margin. But such a benefit 

will only hold well in the short run. Rupee depreciation will have an adverse impact in 

the long run during which almost all aspects will be affected by it. 

 

For instance, the depreciation will adversely hit the business and the economy as a 

whole. The organizations which import most of their raw materials from other      

countries will suffer significantly and this will reflect in their profit and loss accounts. 

Depreciation will lead to an increase in the fiscal deficit as the importers will have to 

be paid a higher amount while the exporters will only have to pay a smaller amount. It 

is estimated that a 2per cent REER (Real Effective Exchange Rate) depreciation of 

Rupee will increase the fiscal deficit by 20 basis points. In such a scenario, the RBI 

may impose a restriction on the import of goods from other countries so as to get a 

grip on the fiscal deficit. When such a restriction on imports come up, then naturally 

the export of our country will be see a decline. 

 

When we take the case of employment scenario, decrease in export of our country  

actually means a reduction in the production, manufacturing and service activities of 

the nation. The costs of materials being used for all these activities will also increase 

which in turn will make everything costlier than before. When the cost of production 

increases; the prices of commodities or services being offered also increase. In such a 

scenario, the countries who did import from us will be able to find a cheaper            

alternative to our services and products. As such, we may end up losing even the     

imports which we had previously. 

 

The market as a whole will be affected by the increase in prices of goods and services. 

With the reduction in exports and other activities, the employment market will suffer 

greatly as the need for employees and workers will be less when the production is less. 

This means that the job market will be gloomy and in the worst case scenario, some 

may actually lose their jobs. If this trend continues, the prices of commodities will go 

on increasing and the purchasing power of people will be reduced considerably. This 

will in turn lead to inflation in the market. Another important sector which will be  

affected by the recent depreciation will be the education segment. With the              

depreciation in Rupee, students who were planning to pursue their education abroad 

will think twice before venturing for it as it will become an expensive matter for them 

to do so. The total impact including the fees and the living expenses will be around 15 

percent to 20 per cent increase as compared to when the Rupee was 53-54 against the 

dollar. 

 

All in all, it can be seen that even though the depreciation of Rupee may have benefits 

in the short run, its impact in the long run is not favorable. If we take the case of fuels, 

there will be an increase in the retail price of fuels. Furthermore, the probability of 

RBI initiating any rate cuts is low because any further cuts will make the interest rate 

arbitrage between Indian government bonds and US treasury yields even less           

attractive. It was also mentioned by the RBI in its annual policy that there was “little 

space for further easing”. If such a cut comes into effect, then it will result in decreas-

ing the possibility of further capital flows.  

References: 

http://www.livemint.com/Home-Page/1vJJst0nIVokiAisZ91zpI/Rupees-record-slide-brings-

pain-and-gain-for-India.html 

RUPEE DEPRECIATION AND ITS IMPACT 

http://www.livemint.com/Home-Page/1vJJst0nIVokiAisZ91zpI/Rupees-record-slide-brings-pain-and-gain-for-India.html
http://www.livemint.com/Home-Page/1vJJst0nIVokiAisZ91zpI/Rupees-record-slide-brings-pain-and-gain-for-India.html
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Sabahat Bashir  

II MBA I 

Akansha Bansal  

II MBA L 

 

In July, the United States’ famed Motor City (Motown), Detroit, filed for 

Chapter 9 bankruptcy protection after piling up the $18.5 billion debt. It        

became the largest US municipality ever to go broke. According to the US   

federal law, the purpose of filing Chapter 9 bankruptcy is to protect a            

municipality from its creditors while it develops and negotiates a plan for     

repaying or adjusting its debts. The demise of Detroit was easy to see and hard 

to address. Considering the major causes: decline of a major industry,           

reduction of public revenues, departure of high-impact businesses and           

high-value taxpayers, disputes over dwindling resources, and disabling levels 

of obligations to pensioners and other contracts. 

Some of the insightful analysis put forward shows Detroit as an example of 

how city governments and city economies aren't necessarily connected, an   

economic divergence increasingly apparent nationwide.  What is quite evident 

is the disaster of bad governance, fiscal mismanagement and the virtual        

collapse of the school system in a city which was built for a population of 2 

million, but is now struggling with barely 7,00,000 residents. At the beginning 

of this year, Detroit’s official unemployment rate was 18 per cent, more than 

twice the national average. 

Considering India; we have a feeble connection between our Government and 

Cities. Indian cities do not have to behave as independent organizations,    

thereby decreasing the promises a municipality should owe its citizens. Our 

laws are not clear even for firms to file for bankruptcy. India is also unique in 

that no public sector company is allowed to file for bankruptcy. Further, India 

is one of the few countries to have a Sick Industrial Companies Act. A sick 

unit is a company (in existence for not less than five years) that is found at the 

end of a financial year to have accumulated losses equal to or exceeding its net 

worth. We carry a baggage of sick companies and sick city governments that 

cannot declare bankruptcy and allow take over by a private company. 

Until they become financially viable, Indian cities cannot deliver acceptable 

levels of public services to citizens. There could be a significant increase in a 

municipality's revenues should revenues from land leasing and sales by the   

urban development authorities accrue to municipal corporations. Our cities 

should tap capital markets and other sources of revenue or become Detroit,   

declare operational dysfunction, or better, file bankruptcy and accept that they 

cannot finance services without drastic changes in the way they function. 

References: 

http://articles.economictimes.indiatimes.com/2013-08-06/

news/41132048_1_bankruptcy-capital-markets-motown 

http://www.forbes.com/sites/hbsworkingknowledge/2013/07/24/detroit-has-

filed-for-bankruptcy-now-what/ 

 DEBATE:: DETROIT BANKRUPTCY 
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Ankit Dewani II MBA K 

SriKrishna  II MBA M 

 

UltraTech Cement which is the country's largest cement manufacturer posted disappointing 

performance during Q1FY14 due to poor cement off-take and significant rise in raw material 

cost and freight expenses which was caused by higher diesel prices during the previous quarter. 

Cement off-take remained disappointing across the country due to early on-set of monsoon and 

general economic slowdown, while the cement realization too remained under pressure during 

the quarter under review. So the margins contracted due to lack of pricing power and high   

input costs. The health of the user industries like infrastructure and housing continue to be lack 

lustre and is not seen improving in the short term at least until the general elections in 2014. 

Early on-set of monsoon has seen realization pressure especially in the southern markets and is 

expected to remain under pressure in the current quarter as well. 

Key Financials:  

 The revenue of the company in Q1FY14 fell 2per cent Y-o-Y (9per cent Q-o-Q) to 

`49.8  billion as the total cement volumes fell 0.4per cent Y-o-Y (10.2per cent Q-o-Q) 

to just 10.13 million tonnes.  

 The cement realization during the quarter under review fell 2per cent Y-o-Y to `4894 

per tonne in Q1FY14. The EBIDTA margins shrank considerably, due to increase in 

raw material and freight expenses. Both cost heads as percentage of total revenue rose 

80 bps and 180 bps Y-o-Y to 14.3per cent and 22.1per cent respectively.  

 This is despite the fact that the power & fuel expenses which is the major cost          

component for any cement manufacturer fell 150 bps Y-o-Y (rose 60 bps Q-o-Q) to 

19.9per cent of revenue.  

 The growth in the real estate and infrastructure has slowed down. 

 Overvalued based on its recent margins in the industry. 

STOCK WATCH:: Ultra Tech Cement 
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Result Analysis 

Combined volumes of cement, clinkers and white cement registered de-growth of 0.4per cent Y-o-Y (10.3per cent Q-o-Q) in 

Q1FY14 to 10.13 million tonnes. Realization fell 2per cent Y-o-Y (rose 2.5per cent Q-o-Q) to `4894 per tonne. As a result the 

top-line contracted 2per cent Y-o-Y (9% Q-o-Q) to `49.80 bn. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Freight costs increased following partial decontrol of diesel prices while the raw material costs 

also increased while the power & fuel cost fell sharply. 

The Net raw material cost per tonne in Q1FY14 increased 4per cent Y-o-Y (0.6per cent Q-o-Q) 

to `702 while, as a proportion of sales, rose 76 bps Y-o-Y (10 bps lower Q-o-Q) to 14.3per 

cent.  

Personnel expenses, as a proportion of sales rose 64 bps Y-o-Y (27 bps Q-o-Q) to 5per cent in 

Q1 FY14. 

Power & fuel costs per tonne fell sharply by 8.6per cent Y-o-Y (rose 4.4per cent Q-o-Q) to 

`977 as international coal prices fell.  

The Power & fuel cost as a percentage of sales, fell 150 bps Y-o-Y(rose 60 bps Q-o-Q) to 

19.9per cent. 

Freight costs per tonne rose 7per cent Y-o-Y to `1088 while as a percentage of sales, rose 180 

bps Yo-Y (30 bps Q-o-Q) to 22.1per cent. 
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News Related to the Stock: 

 Better monsoons to hit Q2 on the cement industry. 

 The company commissioned 3.30 million tonnes clinkerization unit in Malkhed- Karnataka during the quarter and the 

board further sanctioned capital expenditure of `21 billion towards setting up of grinding units and ready mix concrete 

plants across the country.  

 During the quarter, the Company acquired the entire equity share capital of Bhagwati Limestone Company Private Lim-

ited. Accordingly, the said company has become a wholly-owned subsidiary of the Company 

 

Performance Chart (Last 6 months): 

 

CMP: 1681 

 Sell at: 1687 

Target: Rs1525 
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Abhishek Aggarwal  

II MBA  I 

From the past year SME issues on EMERGE & BSEME have yielded good returns 

to the investors (in the form of RCL Retail, Eco Friendly food, Esteem Bio Org to 

name a few). But for a change this time, an issue went the other way around. 

OneSource Techmedia Limited filed its DRHP with SEBI on 04 May 2013 with the 

following details: 

The company is engaged in the distribution and trading of media content like CDs, 

DVDs (both audio and video). It even has royalty agreements with various regional 

language media houses (Rajasthani, Bengali, Hindi etc.). Part of its revenues account 

from Event Management. The main objectives of the issue were company’s expansion 

plan and benefits of a listing. 

On the D-day, the shares got listed at `12.40 a piece, an 11per cent fall just on the   

listing. On 03-July-2013, the price hit the bottom with an all-time low of `5.75 per 

share. Currently as on 12-August it is quoting at `6.40 per share on BSEME. So, for 

the investors it’s a fall of nearly 55per cent in a span of 2 months. 

The issue was over-subscribed 3 times, in spite of the fact that no Credit Rating   

Agency gave any rating. Probably the investors thought a premium of `4 per share 

was fit for such a company. But, the market thought it otherwise. The company had a 

long term loan of `3.25 Crores with annual revenue of just `60 Lakhs (not PAT only 

revenue!!). Also, the company had business connections with Pentamedia Graphics 

Limited which was in the news for all the wrong reasons of fooling investors since 

2000. 

So, probably the market and the investors couldn’t absorb this company due to all the 

above-mentioned reasons. In this way it acted as an outlier for ever promising        

BSE-SME IPO Market.  

Reference 

Fernando, V. (2013, May 17). Onesource Techmedia: Yet another IPO for 'Guiness 

Record'. Retrieved August 10, 2013, from Moneycontrol.com: http://

www.moneycontrol.com/news/ipo-swot/onesource-techmedia-yet-another-ipo-for-

guiness-record_873822.html 

INVESTOR CHECK :: AN OUTLIER FOR SME’S IPO MARKET 

Issue Open Date 17-May-13 

Issue Close Date 21-May-13 

Listing on 05-June-13 

Issue Size 20 Lakh equity shares (`2.8 Crores) 

Proportion of offer to Public 18.9 Lakhs 

Issue Price `14 per share 

Face Value `10 per share 

Minimum Investment Amount `1,40,000 (10,000 shares) 

Bid Method Book Build 

Registrar Purva Sharegistry (I) Pvt. Ltd. 

BRLM Guiness Corporate Advisors Pvt. Ltd. 
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Mithil Kumar A 

II MBA L 

Name: Saurabh Jalan  

Company name, Designation held: 

ING Vysya Bank as a Branch Head 

Put some light on your Company, the job profile and the role you play in your organization? 

I am working with ING Vysya Bank as a Branch Head 

 

What encouraged you to choose this industry and join the particular company? 

Banking Industry is very dynamic, one has to be really updated and more important it gives 

you an in-depth knowledge of all the other industry as well.  

 

How is your experience in the company as well as industry so far? 

I had my own share of rough time and good time in the company.  

 

How is professional world different from the life in MBA?  

It's of equivalent to reading a book on how to play cricket and actually playing it. There are no 

2nd chances, every time one has to be on the top of the game. 

 

Are there any additional courses / certifications that you recommend in this field? 

NCFM courses are must , Learning is never ending (reading Financial Newspaper will be your  

best course and understand the implication of each and every News item) 

 

Who is your role model and how he/ she inspires you? 

I draw inspiration from my loved once who believed in me, stood by in thick and thin. They 

inspire me not by words by their actions. They teach me to be humble in victory and to stay 

firm in trying times. 

 

What are you doing to ensure that you continue to grow and develop in industry? 

Updating my knowledge on a continuous basis  

 

What are the characteristics you believe one should possess to join this company? 

Strong work ethics, willing to go beyond comfort zone and above all hard work. 

 

What are the opportunities for us (juniors) in your company? 

You can look for roles like Relationship manager, Sales manager , Business analyst etc 

 

Will you be willing to come and share more about the industry and the company and your    

experience with us in an alumni interface? 

I will be more than happy to share some of the experience and learn something from young 

guns of CUIM. 

 

What are your short-term, mid-term and long-term plans, respectively, for future? 

Looking forward to become Regional Head and then Zonal Head 

In long term I would like to  start a financial advisory firm . 

 

A message for Christites? 

You are part of proud and enriching culture and environment.  Enjoy, learn and live it. 

ALUMNI SPEAK:: SAURABH  JALAN 
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Akanksha Jha   

II MBA J 

Kerala Solar Panel Scam, which came into light in July, 2013, involved a 

fraudulent solar energy company named Team Solar in Kerala. This company 

used two women to create political links including chief minister. The          

company pooled crores of money by offering the installation of solar unit and 

receiving the payment in advance from them. 

 

Saritha Nair, an actress and director of the company The Team Solar Energy 

Company, (Team Solar) is the main accuse of the case. She collected advance 

from the large number of people by promising the installation of the solar unit, 

but failed to deliver the product. The company engaged itself in few other     

activities like awarding "Virgin Earth Golden Feather Environment Award", to 

gain the media coverage and publicity. At least one lady actress was used by 

the company as a “Brand ambassador” to get the visibility among the public.  

 

This scam came into lime light when a customer filed a complaint against the 

company for not delivering the solar unit even after the advance payment for 

installation. There were huge protests against the company mainly because of 

the involvement of three officials from the Kerala Chief Minister’s office.   

These officials made several phone calls to the main accused Saritha Nair.   

Protest demanded the resignation of the Chief Minister Oommen Chandy.  

Two of the officials involved in the phone conversation lost their position. 

 

The total amount involved in the scam is less than `10 crore, but the massive 

protest by the leftist political parties has gained the scam lots of negative pub-

licity. Some of the arrests made in the case are Biju Radhakrishnan, Saritha 

Nair, Shalu Menon and A Firoz. 

 

The scam leaves us with the question that is it so easy to fool a common man? 

Few months back only Sardha Chit fund Scam came into lime light, which was 

also a case of cheating common man with the help of political involvements.  

SCAM:: Kerala Solar Panel Scam  

Ankit Dewani II MBA K   

‘Natural Hedge’ 

A method of reducing financial risk by investing in two different financial instruments 

whose performance tends to cancel out each other. A natural hedge is unlike other 

types of hedges in which it does not require the use of sophisticated financial products 

such as forwards or derivatives. However, most hedges (natural or otherwise) are     

imperfect, and do not eliminate the risk completely. 

For example, bonds are a natural hedge against stocks because bonds tend to perform 

well when stocks are performing in a poor manner and vice versa. Pair trading is      

another type of natural hedge. It involves buying long and short positions in highly 

correlated stocks because the performance of one will offset the performance of the 

other. 

Reference: 

http://www.investopedia.com/terms/n/natural-hedge.asp 

BUZZWORD 
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Tina Patricia D’Souza  

II MBA N 

DID YOU KNOW  ? 

THE CONCEPTS OF – ESCROW ACCOUNT 

Definition of 'Escrow' 

A financial instrument held by a third party on behalf of the other two parties 

in a transaction. The funds are held by the escrow service until it receives the 

appropriate written or oral instructions or until obligations have been fulfilled. 

Securities, funds and other assets can be held in escrow. 

An escrow is: 

 an arrangement made under contractual provisions between transacting 

parties, whereby an independent trusted third party receives and           

disburses money or documents for the transacting parties, with the timing 

of such disbursement by the third party dependent on the fulfillment of 

contractually agreed conditions by the transacting parties, or 

 an account established by a broker, under the provisions of license law, 

for the purpose of holding funds on behalf of the broker's principal or 

some other person until the consummation or termination of a            

transaction; or, 

 a trust account held in the borrower's name to pay obligations such as 

property taxes and insurance premiums. 

The word derives from the Old French word escroue, meaning a scrap of paper 

or a roll of parchment; this indicated the deed that a third party held until a 

transaction was completed 

The directions given to the person who accepts delivery of the document are 

called the escrow agreement and are binding between the person who promises 

and the person to whom the promise is made. The writing is held in escrow by 

a third person until the purpose of the underlying agreement is accomplished. 

When the condition specified in the escrow agreement is performed, the        

individual holding the writing gives it over to the party entitled to receive it. 

This is known as the second delivery. 

Any written document that is executed in accordance with all requisite legal 

formalities may properly be deposited in escrow. Documents that can be put in 

escrow include a deed, a mortgage, a promise to pay money, a bond, a check, a 

license, a patent, or a contract for the sale of real property. The 

term escrow initially applied solely to the deposit of a formal instrument or 

document; however, it is popularly used to describe a deposit of money. 

The escrow agreement is a contract. The parties to such an agreement            

determine when the agreement should be released prior to making the deposit. 

After the escrow agreement has been entered, the terms for holding and         

releasing the document or money cannot be altered in the absence of an     

agreement by all the parties. 

References: 

Escrow - Wikipedia, the free encyclopedia." Wikipedia, the free encyclopedia. 

Web. 8 Aug 2013. <http://en.wikipedia.org/wiki/Escrow>. 
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Ankit Dewani 

Sabahat Bashir 

Sri Vishnu 

Tina Patricia D’Souza 

Abhishek Aggarwal 

Gaurav Aggarwal 

INTRODUCTION 

A mutual fund provides individual investors with a convenient form of          

investing,    professional management, broad diversification and liquidity. 

 

The Evolution 

The formation of Unit Trust of India marked the evolution of the Indian mutual 

fund industry in the year 1963. The primary objective at that time was to attract 

the small investors and it was made possible through the collective efforts of 

the Government of India and the Reserve Bank of India.  

 

Phase I. Establishment and Growth of Unit Trust of India - 1964-87 

Unit Trust of India enjoyed complete monopoly when it was established in the 

year 1963 by an act of Parliament.  

Phase II. Entry of Public Sector Funds - 1987-1993 

The Indian mutual fund industry witnessed a number of public sector players 

entering the market in the year 1987.  

Phase III. Emergence of Private Sector Funds - 1993-96 

The permission given to private sector funds including foreign fund             

management   companies (most of them entering through joint ventures with 

Indian promoters) to enter the mutual fund industry in 1993. 

Phase IV. Growth and SEBI Regulation - 1996-2004 

The mutual fund industry witnessed robust growth and stricter regulation from 

the SEBI after the year 1996.  

Phase V. Growth and Consolidation - 2004 Onwards 

The industry has also witnessed several mergers and acquisitions recently,    

examples of which are acquisition of schemes of Alliance Mutual Fund by 

Birla Sun Life, Sun F&C Mutual Fund etc. 

 

REGULATORY ENVIRONMENT 

The Indian mutual fund industry is undergoing a transformation, adapting to 

the      various regulatory changes that are coming about. We highlight some of 

the key ones which have undergone an amendment, impacting the industry as a 

whole.  

Entry Load: 

In recent years, the industry regulator, Securities and Exchange Board of India 

(‘SEBI’) has focused more on investor protection, introducing a number of   

regulations to empower retail investors in Mutual Funds (‘MFs’). The objective 

was to bring about more transparency in commissions and encourage long-term 

investment. 

 

No Additional Management Fees on schemes launched on “no load” basis: 
SEBI has scrapped the additional management fee of 1per cent charged by 

AMCs on schemes launched on a no load basis leading to a further squeeze in 

margins earned by the AMC. 

 

 

FINANCIAL SERVICES INDUSTRY ANALYSIS:: MUTUAL FUNDS 
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Direct Tax Code: 

With the Direct Tax Code (‘DTC’) on the anvil, taxability of income from mutual funds, at the hands of 

investors will also have a bearing on the growth of the mutual fund industry.  

 

Documentation: 

In December 2009, SEBI had made it mandatory for all AMCs to maintain a copy of full investor         

documentation including Know Your Customer i.e. KYC details. 

 

Disclosure of Investor Complaints in the Annual Report: 

In order to improve the transparency in the ‘grievance redressal mechanism’, SEBI has recently issued a 

Circular that requires MFs to include details of investor complaints in their Annual Report. 

 

REGULATORS IN INDIA: 

 

 SEBI – requires all mutual funds to be registered with them and      

guidelines. 

 RBI -- supervisor of banks owned and Money Market Mutual Funds. 

 Ministry of Finance – (MoF) supervises both the RBI & the SEBI. 

 Company Law Board – Dept of Company Affairs – Registrar of 

companies  

 Stock Exchanges 

 Office of the Public Trustee 

 Unit Trust of India 
 

TRENDS IN MUTUAL FUND INDUSTRY: 

 

Mutual fund performance and an analysis of monthly returns of mutual funds 

is a matter of concern to the fund managers.  

Over 65% of the assets under management in mutual funds come from India’s 

five big cities. To attract investments from rural and semi-rural regions, the 

industry needs to have more financial advisors. This in turn will be a huge   

effect of more people being financially inclusive from a mutual fund point of 

view.  

 

By ending of March 2013 it was seen in the data released by Association of 

Mutual Funds in India (AMFI) that Mutual funds lost nearly 5%, or over 21 

lakhs. The decline in retail folios was mainly in the equity category, which 

was impacted by the volatility in the equity market.  

 

According to CRISIL report and analysis 63per cent of the retail Asset under      

management stayed in equity mutual funds for over two years .Similar trend 

was seen in the data released by AMFI as of September 2012. In March 2013 

corporate had the biggest share as 46 per cent in assets under management by       

mutual funds, which was 47per cent in the previous year. HNIs with a 28per 

cent share were the second biggest AUM contributors followed by retail     

investors with 23% share. 

Security exchange board of India has issued guidelines on 'product labeling' 

with color coding for mutual funds, a move that would help investors assess 

the risk associated with the schemes.  
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MAJOR PLAYERS: 

KEY SKILLS REQUIRED: 

 NAME OF THE FUND 1 YEAR Return AUM (Cr.)JUNE 2013 TYPE OF FUND 

BNP Paribas Equity Fund 11.2 118.72 Large cap 

UTI Equity Fund 4.7 2,265.56 Large cap 

Birla Sun Life MNC Fund 6.9 379.98 Small & Mid Cap 

JPMorgan (I) Smaller Co. 2.8 125.39 Small & Mid Cap 

Birla SL India GenNext 11.6 143.89 Diversified Equity 

ICICI Prudential Services 31.9 140.81 Diversified Equity 

IDFC Dynamic Bond -Reg Plan 10.5 4,659.89 Debt Long Term 

SBI Dynamic Bond Fund 8.9 6,358.72 Debt Long Term 

Birla SL Short Term Fund 8 2,649.42 Debt Short Term 

JPMorgan Short Term Income 8 1,050.02 Debt Short Term 

ICICI Pru Flexi Income 8.7 5,745.28 Ultra Short Term Debt 

JPMorgan Treasury - SIP 8 2,042.27 Ultra Short Term Debt 

GS Nifty BeES 4.4 459.49 Index Fund 

FUNCTION LEVEL SKILLS REQUIRED SKILL GAPS 

Investment & 

research 

Fund 

Manager 

Portfolio management skills 

Awareness of the various asset classes 

Ability to identify buying and selling   

opportunity 

Knowledge of the liquidity requirement 

The fund managers are 

fairly experienced and 

senior and no major skill 

gap exists at this level 

Research 

Analyst 

Understanding of the industry sector that 

is being tracked 

Excellent financial knowledge for          

valuation and Excel modeling 

Awareness of the critical issues affecting 

the company being tracked 

Specialized job and highly 

skilled people with        

specialized degree in     

Finance employed. No 

major skill gaps in this 

category. 

Sales 

(through 

intermediary) 

Advisory/ 

Financial 

planner 

Understanding of the mutual fund        

industry and concept 

Complete understanding of the products 

and financial concepts such as IRR, PV 

Ability to communicate clearly the       

associated risk of the product 

Ability to communicate clearly the       

expenses and fund management charges 

associated with the product. 

Financial planning and 

concepts 

Communication skills 

Asset classes awareness 

Presentation skills 
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COURSES & CERTIFICATIONS:  

 

Program  1 - BASIC MODULE - 4 Sessions 

 

Session 1 

1.  Evolution and Regulatory Framework Governing the Mutual Funds  

Industry 

a. The Concept and Role of Mutual Funds 

b. Fund Structures, Organization and Constituents 

Legal and Regulatory Environment 

  

Session 2 

1. Investing in Mutual Funds 

a. Investing in Mutual Funds: Understanding the Process, Investment Objective. 

b. Prospectus / Offer Document and Key Information Memorandum, 

Processes, Rights and Obligations for Investors 

  

Session 3 

1. Portfolio Management using Comparative Analysis 

Capital Markets and Investment & Portfolio Management 

  

Session 4 

NAV, Pricing, Valuation, Accounting & Taxation 

  
  

Program 2 - INTERMEDIATE MODULE - 4 Sessions 
 

For Investors, Financial Intermediaries and Employees of Mutual Funds 

 

Session 1 

1. Measuring and Evaluating Mutual Fund Performance 
a. Risk and Performance Evaluation 

b. Measuring Returns 

c. Tracking Mutual Funds Performance 

2. Role of an Intermediary as a "Financial Planner" 

3. Helping Investors with Financial Planning using Mutual Funds 
a. Concept of Financial Planning for the Investors 

b. Need for Financial Planning 

c. Basis of Financial Planning. 

d. Life Cycle and Wealth Cycle stages 

e. Investment Products 

f. Financial Planning Strategies for Investors 
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 Session 2 

1. SIP (Systematic Investment Plan) & Developing Model Portfolio using Product Mix 

a. Financial Planning Strategies & Tools 

b. Asset Allocation- The Strategic Tool and Model Portfolio 

c. Recommending  Financial Planning Strategies for Investors 

d. Comparison of Investments from available products 

e. Selecting the Right Investment Products for Investors 

Fund Selection from available products 

  

Session 3 

1. Risk Management Associated with the Mutual Funds Industry 

a. Helping Investors Understand Risks in Fund Investing 

b. Investment Philosophy 

c. Recommending the Model Portfolio and Selecting the Right Funds 

Strategies & "How to make Mutual Funds work for you" 

  

Session 4 
Marketing, Distribution, Sales & Investor Services related to Mutual 

Funds 

a. Design of Mutual Fund Products 

b. Who can invest in Mutual Funds in India? 

c. Investor Services - Application, Redemption, Investment Plans & Services 

d. Marketing of Mutual Funds Products 

e. Fund Distribution Channels 

Sales Practices. 

  

2. AMFI Code of Conduct - Ethics and Best Practices 

 

References: 

PricewaterhouseCoopers India. Retrieved August 8, 2013, from http://

www.pwc.in/assets/pdfs/financial-service/Towards_2015.pdf 

Subramoney - We Make Smart People Richer. LEGAL AND REGULATORY 

ENVIRONMENT. Retrieved August 8, 2013, from http://

www.subramoney.com/2008/10/legal-and-regulatory-environment. 

http://www.appuonline.com/mf/knowledge/industry.html 

https://www.wellsfargo.com/investing/mutual_funds/intro. 

http://www.indianexpress.com/news 
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Vattam Bhargav II MBA V 

SriKrishna II MBA M 

 

QUIZ  

Answers Of Quiz of July Issue 
1) TCS 

2) ONGC 

3) Small cap -  ($250 million to $2 

billion), Mid cap - ($2 billion to 

$10 billion), Large cap - ($10 

billion to $200 billion) 

4) PWC, Deloitte, Ernst & Young 

and KPMG 

5) Deutsche bank 

6) Mr. Naveen Jindal 

7) COAL INDIA 

8) current account deficit 

9) 2000 

10) ICICI 

11) Chhattisgarh 

12) BSE 

13) 59per cent 

14) 18 

15) SEBI 

1) The reserve bank of India was established on the recommendations of a     

report submitted in 1926 by which commission? 

2) The imperial bank of India was renamed on 30th April 1955 as what? 

3) Which bank operates on behalf of the SBI in Nigeria and was established in 

1981? 

4) Which was the first foreign bank to open a branch in India? 

5) Which bank sponsored the first regional rural bank in India by the name 

prathama grameen bank? 

6) Which entity regulates the credit rating agencies in India? 

7) National housing bank was established in? 

8) Which Indian psu bank has opened five e-corners in various parts of Kolkata 

in February 2013? 

9) As per the final guidelines for issuing new bank licenses published by the 

RBI, what can be the maximum foreign holding after 5 years? 

10) As per the final guidelines for issuing new bank licences published by the 

RBI, applicant’s banks must operate at least what percentage branches in      

unbanked rural areas? 

11) Which psu bank has recently launched "tatkal" scheme to enable customers 

to transfer money without actually opening an account? 

12) As per RBI's recent guidelines, Microfinance institutions cannot charge 

interest rate of more than? 

13) Which Indian private sector bank was awarded the financial institutions 

syndicated deal of the year 2012 in its Asia pacific region in Feb. 2013? 

14) Which credit card selling company has launched a service "ezeclick" to 

enable its customers to carryout online transactions without entering card de-

tails in Feb. 2013? 

15) Who has been appointed as the non-executive chairman of axis bank in 

March 2013? 
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Ganesh Prabhu 

II MBA K 

CROSSWORD 

Across 

 

2. The value at which an asset is 

carried on a balance sheet  

4. A service charge assessed by a 

broker or investment advisor 

in return for providing         

investment advice and/or   

handling the purchase or sale 

of a security  
6. An auction market in which 

participants buy and sell    

commodity/future contracts 

for delivery on a specified  

future date  

7. The repurchase of outstanding 

shares (repurchase) by a    

company in order to reduce 

the number of shares on the 

market  
9. A bond pricing quote referring 

to the price of a coupon bond 

that includes the present value 

of all future cash flows,      

including interest accruing on 

the next coupon payment  
10. A kind of candle stick pattern 

where the opening and closing 

prices are same  

Down 

1. A corporate action in which a company buys most, if not all, of the target company's ownership 

stakes in order to assume control of the target firm  
2. A strategy of going public used by a company that fails to meet the criteria for listing on a stock  

exchange  
3. The return that stockholders require for a company and represents the compensation that the market 

demands in exchange for owning the asset and bearing the risk of ownership  
5. The effective rate that a company pays on its current debt  

8. A situation in which a business, individual or government offers money to a failing business in or-

der to prevent the consequences that arise from a business's downfall  

Answers: 
Across       Down 
2. BookValue      1. Acquisition 
4. Commission     2. BackDoorListing 
6. FuturesMarket     3. CostOfEquity 
7. Buyback      5. CostOfDebt 
9. DirtyPrice      8. Bailout 
10. Doji 
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